Finance Report for Finance Steering Group and SMT 


July 2016 


Executive Summary 


This report reviews our financial position against the budget agreed for 
2016/17 in November 2015. At the time of writing we are in the process 
of reviewing our 2016/17 budget, based on updated spending plans 
submitted by each budget holder during August. We are due to confirm 
any budget revisions to DCMS by 9 September. 


There are currently no material areas of concern. 


Based on fee income received to the end of July, planned expenditure 
prior to our mid-year budget review and observations made up to the 
time of writing the report in late August, we are currently forecasting a 
budget surplus by year end in the region of £0.5m to £0.75m. 


At the time of writing our work to review this year's budget confirms that 
an additional £0.5m is being sought by budget holders. Approximately 
half of this increase is committed spend and half requested for projects 
anticipated to commence later in the year. We are therefore confident 
that our forecasted budget surplus will be sufficient to cover our planned 
additional expenditure for the rest of the year, particularly considering the 
historic challenge of spending up to budget in all areas. 


Financial Overview as at 31 July 
DP Income 


Year to date DP income is £40k behind budget. In this light we have 
reviewed our June forecast of an additional £720k of income. As the 
graph below reflects, there has been a dip in income in July, however it 
has recovered in August to be running at £120k above our year to date 
budget. 


In the light of this we expect fee income to come in between £300k and 
£720k ahead of budget and have therefore reduced the forecast to £500k. 
When viewed at the end of July this dip left us £40k below YTD budgeted 
fee income. However, the healthy recovery during August, with fee 
income receipts well ahead of forecast, means we are confident when still 
predicting a budget surplus by year end. This is expected to be confirmed 
in August’s management accounts and able to be shared with 
September's Audit committee and the SMT Planning Day on 12 and 13 
September respectively. 


We have investigated July's dip in fee income and believe it was primarily 
caused by the displacement of fee income received against our budget 
profile for the year, rather than any significant reduction in the actual fee 
income we can expect to receive. We believe there are two root causes; 


First was a slight increase in the number of data controllers letting their 
registration expire in July, possibly due to an impulsive reaction to the EU 
referendum result. Our work to follow up expired registrations is expected 
to ensure this position is recovered. 


The second cause relates to our IT hardware failure in May/June 2015. 
This caused a two week period during which very little fee income was 
banked. Our monthly fee income increase targets to achieve budget for 
2016/7 have however been set against the actual receipt of fee income in 
2015/6. This means we have been measuring this year's fee income 
performance against an artificially low bar in May and June and an 
artificially high bar in July. 


Our management accounts due at the end of September will be able to 
absorb these two factors enabling us to be more precise with our mid- 
year forecast. 
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FOI Grant in Aid (GIA) 


Annual GIA cash settlement has been agreed at £3.75m for 16/17 - 
18/19 inclusive. This is now paid monthly and monthly returns to and 
receipts from DCMS are up to date. 


Staff, training and recruitment 


Staff costs have been updated to reflect current filled posts and vacancies 
as notified by Budget Holders and are expected to come in within £5k of 
the original budget. The forecast has been amended at budget level to 
reflect the staff in each team. 


The FTE at 31 July is 421, against a full year budget of 435 and March 16 
figure of 409. 


Comparing to 2015/16 the impact of the loss of rebate for national 
insurance can be seen - we anticipate NIC costs rising by some £300k on 
a like for like basis. 


Training courses are showing a significant overspend year to date - 
primarily £72k of ACIP training for the enforcement team. It should be 
noted that £26k of this was "funded" from POCA receipts received in 
2014/15. 


As noted above the forecast also includes additional costs of training 
identified in year. The increase reflects the increase in staff numbers 
together with a number of new departmental training initiatives, for 
example media skills, sharepoint, management development, customer 
service training to name but a few. 


Capital Spend - IT projects and IT revenue 


Project expenditure is budgeted at £1.215m of which £650k is 
anticipated to be capital. We will be reviewing our capital spend prior to 
mid year. 


With regard to our total IT budget, license costs are running £100k over 
budget. This is due to increased staffing numbers, and increased 
proportion of ICO staff needing to access an increased proportion of IT 
software and the need to license software in parallel as we transition to 
new case management and EDRM software. 


Project costs are currently running behind budget but are expected to 
spend to budget by year end. Projects can however be deferred to next 
year if a budget increase to cover the extra license costs cannot be 
confirmed in year as part of our mid-year budget review. 


The additional workload for our in house Commercial Legal team, caused 
by things like our taking responsibility for the TPS contract, has also 
caused us to out source much of our IT Procurement legal advice. We are 
anticipating an additional spend of £70k over budget to cover these costs 
this year. 


Movement of sponsorship from the MOJ to DCMS 


The management agreement with DCMS is in the final stages of 
negotiation, but is not yet signed. Operationally we are adjusting to the 
new regime for reporting, but there are no significant changes in the 
operational parameters to which we must comply. 


The budget for 2016/17 has been agreed with DCMS, with a three year 
award for GIA of £3.75m, including £650k capital allowance. 


The cabinet office require an efficiency review by 9 September covering 
4 years forward. DCMS also require an updated budget forecast (following 
our August budget review) for 2016/17 on the next GIA return due 13" 
September. 


Regarding the Cabinet Office efficiency review, we are asked to find 0.5%, 
1% and 2% recurring efficiencies over the three year period to 2019/20. 
The percentage relates only to our RDEL of our FOI GIA funding, so 
£3.1m. 


Financial systems 


We have now recruited a project/systems accountant to push forward 
with the changes required to finance systems. The person is due to start 
in early September. We are also pushing forward with the replacement 
GPC system and expect to be rolling this out during September and 
October. 


Other activities 


As mentioned above, The TPS contract is due to come across to the ICO 
from a date yet to be confirmed. From that point we expect to consolidate 
those figures into our accounts. Our July accounts do not therefore reflect 
any changes for this activity. 


Total office costs 


Overall office costs are above budget by 2%. Included in the line "other" 
is £50k relating to the legal fees and stamp duty land tax on renegotiation 
of the Wycliffe House lease. This was not in the original budget. We have 
also moved £22k to capital spend following the refurbishment of some 
meeting room and bathroom facilities. 


Legal, professional & other 


These costs are under budget by £85k. We continue to develop in-house 
staff to make sure that costs for external professional support is 


minimised. That said there are a lot of leal activities on going for which 
costs have not yet come through. For example, EUDP advice, HR legal 
advice, Operation Spruce and CMP fine recovery. As such the budget has 
been increased. 


Depreciation & Amortisation 


These costs are running under budget, but this will catch up when new 
assets are capitalised. 


Civil Monetary Penalties 
The current debtor of CMPs owed to the ICO as at 31 July 2016 is 


£3,001,140 of which £815,000 was provided as a bad debt at the end of 
March 2016 - net outstanding is £1,750,560 as follows: 


B/f 2015-16 1,873,940 
less bad debt provision 15/16 (815,000) 
accounts balance 1,058,940 
Issued penalties gross 1,210,400 
Issued penalty increase post appeal - 
Issued prompt payment discount (83,200) 
Net 2,186,140 
Receipts (435,580)* 
Impaired - 
Balance 1,750,560 
*paid to consolidated fund in July 374,310 


The creditor due to the consolidated fund (via DCMS) in respect of the 
above is £2,186,140 of which £374,310 was remitted in July. At the 
present time we do not impair and fully write off penalties until such time 
as we receive legal advice that the debt cannot be recovered. For prudent 
accounting purposes we were obliged to make provision for those debtors 
in liquidation at the end of the financial year, however these debts have 
not yet been fully written off as we are still chasing them. For clarity we 
will not make similar provision until the year end for current year debts. 


Simon Entwisle 
July 2016 


MANAGEMENT REPORT 


For the Four Months Ending 31 July 2016 


BV1 approved BV1 approved 
budget Actual Variance Var 96 budget Forecast Variance Var 96 2015-16 
£ £ £ £ £ £ £ 
(£) 

GRANT IN AID 1,250,000 1,250,000 - - 3,750,000 3,750,000 - - 3,730,768] 
DP FEE INCOME 6,155,268 6,114,797 (40,471) (0.7%) 19,580,000 20,080,000 500,000 2.6% 18,311,232| 
DRIPA INCOME 82,500 82,500 - - 330,000 330,000 - - 330,000 

BANK INTEREST - 82 82 
TOTAL INCOME 7,487,768 7,447,379 (40,389) (0.5% ) 23,660,000 24,160,000 500,000 2.196 | 22,372,000 
RENT 253,090 261,681 (8,591) (3.496) 759,270 759,270 - - 746,048 
RATES & BUILDING INSURANCE 80,000 78,685 1,315 1.696 240,000 240,000 - - 236,183 
SERVICE CHARGES 10,192 9,488 704 6.996 30,576 30,576 - - 32,176 
CAR PARKING 30,000 1,886 28,114 93.7% 90,000 90,000 - - 80,779] 
HEAT & LIGHT 35,509 28,103 7,406 20.9% 106,528 106,528 - - 174,069] 
WATER 5,333 7,249 (1,916) (35.9%) 16,000 16,000 - - 16,317 
CLEANING 20,000 22,607 (2,607) (13.0%) 60,000 60,000 - - 60,358| 
SECURITY 19,667 17,946 1,721 8.8% 59,000 59,000 - - 58,502 
WASTE 1,352 2,073 (721) (53.3%) 4,056 4,056 - - 5,443 
STORAGE 3,333 - 3,333 100.0% 10,000 10,000 - - 16,815 
REPAIRS & MAINTENANCE 31,667 15,929 15,738 49.796 95,000 95,000 - - 101,556 
MOTOR COSTS - (142) 142 - - 233 (233) -| 970 
KITCHEN 7,167 6,496 671 9.4% 21,500 21,500 - - 41,127] 
FURNITURE 4,491 1,529 2,962 66.0% 13,472 13,472 - - 7,968 
GENERAL EQUI PMENT 18,333 3,026 15,307 83.596 55,000 56,475 (1,475) (2.796) 13,516 
STATIONERY 11,382 16,562 (5,180) (45.5%) 34,147 34,147 - - 34,930) 
POSTAGE 20,282 15,921 4,361 21.596 60,845 60,845 - - 69,606| 
DOCUMENT DESTRUCTION 2,667 2,881 (214) (8.096) 8,000 8,000 - - 5,984 
OTHER - 50,843 (50,843) - - 53,105 (53,105) - 11,207 
TOTAL OFFICE COSTS 554,465 542,763 11,702 2.196 1,663,394 1,718,207 (54,813) (3.3% )| 1,713,554 
SALARIES 4,004,111 3,928,870 75,241 1.9% 12,325,333 12,132,890 192,443 1.6% 10,864,109 
OVERTIME 23,919 31,029 (7,110) (29.7%) 71,750 126,490 (54,740) (76.3%) 100,144] 
PENSION 800,939 798,528 2,411 0.3% 2,412,116 2,471,244 (59,128) (2.5%) 2,170,213] 
NATIONAL INSURANCE 414,964 366,946 48,018 11.6% 1,244,891 1,162,896 81,995 6.6% 745,893 
AGENCY STAFF 18,855 49,397 (30,542) (162.0%) 36,164 195,073 (158,909) (439.4%) 344,945 
SALARIES INCOME - (51,859) 51,859 - - (81,643) -81,643 - (118,912) 
PENSION INCOME - (11,333) 11,333 - - (17,557) -17,557 - (24,757) 
NATIONAL INSURANCE INCOME - (5,831) 5,831 - - (8,415) -8,415 - (10,104) 
NON EXEC BOARD MEMBER 16,833 14,116 2,717 16.196 50,500 56,465 (5,965) (11.896) 46,707] 


TOTAL STAFF COSTS 5,279,621 5,119,863 159,758 3.0% 16,140,754 16,037,442 (111,918) (0.7% )| 14,118,238 


MANAGEMENT REPORT 


For the Four Months Ending 31 July 2016 


BV1 approved BV1 approved 

budget Actual Variance Var 96 budget Forecast Variance Var 96 2015-16 
£ £ £ £ £ £ £ 
RECRUITMENT 22,268 22,447 (179) (0.896) 100,000 140,000 (40,000) (40.0%) 69,071 
RELOCATION EXPENSES 26,667 14,267 12,400 46.5% 40,000 40,000 - - - 
HEALTH & SAFETY 8,333 16,003 (7,670) (92.0%) 25,000 45,000 (20,000) (80.0%) 44,002 
FURTHER EDUCATI ON 2,000 7,016 (5,016) (250.8%) 6,000 8,000 (2,000) (33.3%) 360| 
TRAINING COURSES 10,035 53,902 (43,867) (437.1%) 30,104 245,778 (215,674) (716.4%) 50,440 
CONFERENCES 28,000 41,057 (13,057) (46.6%) 84,000 84,000 - - 103,235| 
MANAGEMENT DEVELOPMENT 8,000 7,416 584 7.396 24,000 24,000 - - 21,036 
TOTAL TRAINING AND RECRUITMENT 105,303 162,108 (56,805) (53.9% ) 309,104 586,778 (277,674) (89.8% ) 288,144 
HOSTING, WEB AND TELEPHONY 236,325 235,917 408 0.2% 716,323 716,323 - - 728,360 
APP & DESKTOP SUPPORT 226,667 240,822 (14,155) (6.296) 680,000 680,000 - - 731,905 
SOFTWARE LICENSING 95,000 180,752 (85,752) (90.3%) 285,000 385,000 (100,000) (35.1%) 300,177 
SECURITY CONTRACT 16,667 14,380 2,287 13.796 50,000 50,000 - - 35,457 
NOTIFICATION PRINTING 51,667 44,900 6,767 13.196 155,000 155,000 - - 216,938 
MANAGED PRINT 14,077 (1,250) 15,327 108.9% 42,231 42,231 - - 53,443 
HARDWARE MAINTENANCE 26,667 45,767 (19,100) (71.6%) 80,000 80,000 - - 53,110 
GOV SECURE INTERNET 43,333 - 43,333 100.096 130,000 130,000 - - 149,548| 
TELEPHONY CALLS & BROADBAND 33,853 78,579 (44,726) (132.1%) 101,559 101,559 - - 130,822 
TOTAL IT COSTS 744,256 839,867 (95,611) (12.896) 2,240,113 2,340,113 (100,000) (4.5% )| 2,399,760 
ICE CRM DEVELOPMENT 133,333 7,782 125,551 94.2% 400,000 400,000 - - 156,092 
DOCUMENT STORAGE SOLUTION 58,333 1,982 56,351 96.6% 175,000 175,000 - - 4,358 
DIGITAL DELIVERY 6,667 1,275 5,392 80.996 20,000 20,000 - - 124,609] 
INFRASTRUCTURE 183,333 (3,977) 187,310 102.2% 550,000 550,000 - - 548,702 
OTHER PROJECT WORK 23,333 29,381 (6,048) (25.9%) 70,000 140,000 (70,000) (100.0%) 332,795 
NPS RESOURCE - 192,055 (192,055) - - - - - - 
TOTAL PROJ ECT SPEND (INC CAPI TAL) 404,999 228,498 176,501 43.6% 1,215,000 1,285,000 (70,000) (5.8% )| 1,166,556 
CAMPAIGNS, MEDIA RELATIONS & PR 15,000 11,509 3,491 23.3% 45,000 45,000 - - 27,580 
MEDIA MONITORING 15,000 23,261 (8,261) (55.1%) 45,000 45,000 - - 71,084 
DESIGN & PRINT 18,333 34,397 (16,064) (87.6%) 55,000 55,000 - - 66,918 
DISTRIBUTION 13,333 13,071 262 2.0% 40,000 40,000 - - 24,900) 
SURVEYS 22,000 4,489 17,511 79.696 66,000 66,000 - - 111,191 
CONFERENCES GENERAL 34,667 49,134 (14,467) (41.7%) 104,000 104,000 - - 288,952 
CONFERENCE INCOME (14,667) (1,035) (13,632) 92.996 (44,000) (44,000) - - (57,151) 
CONFERENCES EUDP 5,556 - 5,556 100.0% 50,000 50,000 - - - 
ICON DEVELOPMENT 8,000 - 8,000 100.0% 24,000 24,000 - - 5,178 
STAFF EVENTS 2,000 15,487 (13,487) (674.496) 6,000 6,000 - - 27,651 
WEB MAINTENANCE 10,000 2,620 7,380 73.896 30,000 30,000 - - 49,397] 
TOTAL COMMUNI CATI ONS 129,222 152,933 (23,711) (18.396) 421,000 421,000 - - 615,700 

BANK INTEREST TO CONSOLIDATED FUNDS - 82 (82) - - - - - 
BANK CHARGES 10,000 397 9,603 96.0% 30,000 30,000 - - 30,956 
CARD PROCESSING CHARGES 24,240 27,322 (3,082) (12.7%) 72,720 72,720 - - 75,726 
BAD DEBT WRITE OFFS - 350 (350) - - - - - 5,410| 
EXTERNAL AUDIT 10,000 - 10,000 100.0% 30,000 32,500 (2,500) (8.396) 32,500 
INTERNAL AUDIT 12,456 7,780 4,676 37.5% 37,368 37,368 - - 36,642 
CORPORATION TAX - 100 (100) - - - - - 61 


SUSPENSE - - - - - - - = 
TOTAL FINANCIAL COSTS 56,696 36,031 20,665 36.4% 170,088 172,588 (2,500) (8.3% ) 181,295 


MANAGEMENT REPORT 


For the Four Months Ending 31 July 2016 


Year To Date Full Year 
BV1 approved BV1 approved 
budget Actual Variance Var 96 budget Forecast Variance Var 96 2015-16 
£ £ £ £ £ £ £ 
TRAVEL UK 135,282 138,778 (3,496) (2.6%) 418,500 429,750 (11,250) (2.7%) 380,385] 
TRAVEL OVERSEAS 15,519 38,928 (23,409) (150.8%) 46,500 46,500 : 4 76,093 
TRAVEL INCOME - UK - (2,918) 2,918 $ - (2,918) 2,918 = (6,404) 
TRAVEL INCOME - OVERSEAS - (5,463) 5,463 4 - (5,463) 5,463 - (16,302) 
TOTAL TRAVEL 150,801 169,325 (18,524) (12.396) 465,000 467,869 (2,869) (0.6% ) 433,772 
LEGAL 105,421 89,335 16,086 15.396 349,500 491,500 (142,000) (40.6%) 223,118] 
LEGAL COSTS RECOVERED - (14,145) 14,145 - (14,145) 14,145 - (7,289) 
LIBRARY & SUBSCRIPTIONS 31,067 21,879 9,188 29.6% 93,200 68,700 24,500 26.3% 72,720] 
PROFESSIONAL SUBS 5,670 1,915 3,755 66.296 17,148 21,148 (4,000) (23.3%) 18,727 
SUBSISTENCE E 44 (44) - - - E 239 
RESEARCH 16,667 17,864 (1,197) (7.2%) 50,000 50,000 = s 38,367 
PRIVACY SEALS - - - - - - - 50,655 
DP REGULATION FUTURES PROJECT - - Š : : - - - 20,000| 
PROFESSIONAL SERVICES 72,163 31,636 40,527 56.296 216,325 220,325 (4,000) (1.896) 155,067 
STAFF RECOGNITION 2,957 76 2,881 97.496 8,871 8,871 = = 8,901 
0 0 
TOTAL LEGAL, PROFESSI ONAL & OTHER 233,945 148,604 85,341 36.596 735,044 846,399 (111,355) (15.196) 580,505 
TOTAL COSTS 7,659,308 7,399,992 259,316 3.496 23,359,497 23,875,396 (731,129) (3.1% )| 21,497,524 
(171,540) — 47,387 (218,927) 127.696 300,503 284,604 (231,129) (76.9%)| 874,476 
paid 907,776 
45,474 (45,474) 
CAPITAL SPEND I 45,474] (45,474)| - 650,000 650,000 - - 864,225 
DEPRECIATI ON 303,750 250,272 53,478 17.6% 965,000 965,000 < - 1,002,015] 
AMORTISATI ON 325,000 298,822 26,178 8.196 1,000,000 999,411 589 0.196 821,079] 
LOSS ON DISPOSAL OF FIXED ASSETS (1,202) 1,202 (1,202) 1,202 A 340,211| 


TOTAL NON CASH COSTS 628,750 547,892 80,858 12.9% 1,965,000 1,963,209 1,791 0.1% | 2,163,305 


